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Summary of Legidation: This bill would provide additional state tuition support distributions to school
corporations that experience aloss in school General Fund revenue of over $50,000 due to assessed value
estimates or refunds from property taxpayer appeals. It would require the school corporation to apply for a
shortfall grant within one year after experiencing the loss in school General Fund revenue. It would
appropriate the monies needed for shortfall grants from the State General Fund.

Effective Date: July 1, 1999.

Explanation of State Expenditures:

PROPERTY TAX REPLACEMENT AND HOMESTEAD CREDIT

Under current law, the State pays property tax replacement credits (PTRC) in the amount of 20% on school
corporation General Fund shortfall appeal levies (shortfall appeals). The State also pays homestead credit
inthe amount of 10% of shortfall appeal s paid by homeownersthrough 2001, and 4% in 2002 and thereafter.

This bill would allow school corporations to apply for shortfall grantsin lieu of filing shortfall appealsin
amounts over $50,000. If school corporations opt to do this, the State’s expense for PTRC and homestead
credit would decrease respectively (school corporationswould not be allowed to apply for shortfall appeals
for $50,000 or less).

PTRC and homestead credits are paid from the Property Tax Replacement Fund which is annually

supplemented by the State General Fund. Any changein these expenditureswould ultimately affect the State
General Fund.
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SHORTFALL GRANTS

For CY 1998, approximately 13 school corporations filed shortfall appeals of over $50,000 for atotal of
approximately $4 M. For CY 1999, approximately 11 school corporations filed shortfall appeals of over
$50,000 for atotal of approximately $3.3 M.

Shortfall grants would be approved by the Department of Education (the Department) when a school
corporation experiences a school General Fund shortfall due to a difference in the assessed value estimate
used by the Department in calculating tuition support for a year, and the assessed value actually used in
imposing the property tax for that year; or experiences a school General Fund shortfall due to a property

taxpayer appeal .

The Department would distribute grants in equal amounts along with the remaining state tuition support
distribution for the year that the grant is approved.

Theeffectsof thisbill would depend upon the number of school corporationsthat experience school General
Fund shortfalls, and the number of school corporationsthat opt to apply for ashortfall grant; and would vary
from school corporation to school corporation.

This bill appropriates the money needed to make the distributions for the grants.

ADMINISTRATIVE TIME & COST

The State Board of Tax Commissioners could experience a decrease in administrative time and cost in
administering less shortfall appeals as aresult of this bill. The Department of Education (the Department)
could experience a minimal increase in administrative time and cost in approving shortfall grants in
accordance with this bill.

Explanation of State Revenues:

Explanation of L ocal Expenditur es:

Explanation of L ocal Revenues: See Explanation of State Expenditures.

State Agencies Affected: Department of Education, State Board of Tax Commissioners.

L ocal Agencies Affected: School Corporations.

I nfor mation Sour ces: DebbieHineline, Department of Education (317) 232-0840; TeresaHemmerle, State
Board of Tax Commissioners (317) 232-3773.
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